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L INTRODUCTION 
Household saving, which is a part of national saving, is expected to 
contribute to economic growth significantly. Its share in the total national savings of 
Pakistan, during 1960-90, was about 83 percent, ( and in gross national product it 
varied between 6.6 percent and 10 percent, in the early 1980s.2 This is a 
significantly high proportion considering the meagre total national saving ratio in 
Pakistan. 
The analysis of savings is a controversial issue. First. there is no standard 
empirical definition of household savings. Should consumer durables be considered 
a part of household saving? Should human capital be considered a part of household 
saving? These are important questions. Answers to these questions will be useful for 
the analysis of consumer preferences and for public policy. The rationale for the 
inclusion of consumer durables as a' part of household saving is that they are like 
productive assets purchased in order to provide for a flow of services. Similarly, 
human capital is expected to raise labour productivity and its future income and 
consumption. The second issue is the response of each component of saving to 
changes in economic and demographic factors. 3 For example, jewellery and assets 
may respond differently to changes in economic and/or social conditions. Third, 
since the theoretical literature defines saving as a residual there is no standard 
functional form of the empirical saving function. In this paper, we estimate different 
functional forms to analyse savings behaviour in Pakistan. 
Earlier studies on savings in Pakistan are either outdated or they concentrate 
on urban households only except for the study by Burney and Khan (1992).4 This 
study, based on 1985 survey data, covers urban and rural areas and incorporates 
economic and demographic variables. Our study differs from Burney and Khan 
(1992) in the following respects: First, Burney and Khan concentrate on a single 
year, i.e., 1985, whereas we are analysing savings behaviour for the years 1969-
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(See Burney and Khan (1992). 
2See Ali (1985). 
3In this study household saving include jewellery, assets, unconsumed goods, total consumer durable, 
and expenditure on education and health. 
4For a brief review of these studies, see Burney and Khan (1992). 











